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SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER, 


XO REV PROD 88 (7-68) PAID UP (4171078 
OIL, GAS AND MINERAL LEASE 


THIS AGREEMENT made this 37 day of October, 2008, between Terri Watkins and Drew Watkins, wife and husband, Lessor (whether one 


or more), whose address is: 5800 Rosalyn Drive, Watau ja, Texas 76148, and X is: 
Texas 76102 peor ly! ig , an TO Energy Inc., whose address is: 810 Houston St, Fort Worth, 


i h aft ntai rel it, e Lai vered he uy 
exclusive right of exploring, drillin mining and oy i i i imi 
thse mentioned ‘boeths : with te 0 a i ‘make su 8 or sad and owning oil, gas, Sulphur and all other minerals (wi ether Or not similar to 
$ an water, construct roads and bri ges, dig canals, build tanks’ power Stations, telephone lites, employee houses and other Structures 
on said land, necessary or useful in Lessee" i ing, dri i i ri 
fom ey $86 Ks in Léessee's operations in expionng, ailing cred ronan. treating, storing and transporting minerals Produced 


reby o1 tee nh i 
Tarrant, State of Texans F any other land adjacent thereto The land covei erein called “said land,” is located in the County of 


Olsd acres, more or less, out of the S, Sawyer Survey, Abstract No. 1424 and being Lot 26, Block 5, Pfenning Beights North, Section 21, an 


fien'in f Thied Party deed 
nin Favor 
ne Kathleen Cantrell, husband aud wife to Terri Watkins, a married Person ‘and. Teondea 


thereof in Volume 16103, Page 63, ed Records, Tarrant County, Texas, and amendments thereof, including streets, easements and alleyways 


adjacent thereto, and any riparian 

This is a pon-development Oil, Gas and Mineral Lease, whereby Lessee, its successors or assi; shall not conduct any o ti defined 
herein, on the surface of said lands, However, Lessee shall have the Tight to pool or unitize said lands; or Part thereof, with Other lands fo comnts 
an oil and/or gas development unit. It is the intention of Lessor to allow Lessee to explore for oil and/or gas without using the surface of Lessor’s 
aad for any operations. This clause shall take Precedence over any references to surface operations contained within the preprinted Portion of this 


This lease also covers and includes, in addition to that above described, all land, if any, contiguous or (adjacent to or adjoining the land above 

ed by Lessor by limital n, title or unrecorded instrument or (b) 
as to which Lessor has a preference ieht of acquisition, Lessor agrees fo execute any Supplemental instrument requested ra more . 
land. For the pose of determin ng the amount of any bonus or other payment hereunder, said land shall 
9. acres, whether actually Containing more or SS, and the above recital of acreage in any tract shall be deemed to 
reot. Lessor accepts the bonus as lump sum consideration for this lease and all rights and options hereunder. 


2. Unless sooner terminated or longer kept in force under other provisions hereof, this lease shall Femain in force for a term of 3_ years 
from the date hereof. hereinafter called "prim term," and as iong thereafter as o rations, as hereinafter defined, are conducted uy Said land 
with no cessation for more than ninety (0) consecutive days. 9 er 88 Ope pon = 


3. As royalty, Lessee covenants and agrees: (a) To deliver to the credit of Lessor, in the pipe line to which Lessee connect its wells, the 
equal 25% part ofall ol produced and saved by ( i 0 ime att ion of Less Ope Lessor the average 
posted market pros of such po part of such oil at the wells as of the day it ig wo fo the pipe line or storage tanks, Lessors interest, in either 

o. 


case, to bear _25% of the ol Gil to render it marketable pipe line olf; ° SSOf ON gas and casinghead gas produced from 

said land (1) when sold by Lessee 2: ot the amount realized by lessee com tes at the mouth of fre well or @)when used by Lessee off 

said land or in the manufacture of gas or other products, the market value, at the mouth of the well, of _25% of su gas and casinghead gas; 
© pay onal other minerals mined and or utilized rin kind or value at the well or mine 


s marke € ane-teni 
assee's election, except that on Sulphur mined and marketed the Foyailty shail be one dollar ($1.00) per 
priniary term or at any time or times the 
pooled, 
were be’ 


Df J long ton. If, at the expiration of the 
OF ti Teafter, there is any well on said land or on lands with which said land or any portion thereof has been 
Capable of peducing oil or gas, and all such wells are shut-in, this lease shall, nevertheless, continue in as though operations 
ing conducted on said land for so long as said wells are shut-in, and thereafter th 


igence, Lessee s| 
of flow lines, separator, and lease tank, and shall not be required to settle labor trouble or to market gas upon terms unacceptable to 
Lessee. If, at any time or times after the expiration of the primary term, al Such wells are shut-in for a period of ninety cor days, and 
during such time there are no operations on said land, then at of before the ‘expiration of said ninety day period, Lessee shall Pay or terider, by 
or draft of Lessee, as royalty, a sum equal to one dollar ($1.00) for each acre of land then covered hereby, Lessee shall make like payments 
or tenders at or before ‘the end of each anniversary of the expiration of said ninety day Period if upon such anniversary this lease is being 
Continued in force solely by reason of the rovisions of this paragraph. Each such \ paymen or tender shall @ tim 
of payment would be entitled to receive royalties which would be paid under this lease if the wells were producing, and may be deposited in 
such Yank as directed by Lessor, or its Successors, which shall continue as the depositories, regardless of changes in the ownership of shut-in 
foyalty. If at any time that Lessee bays or tenders shut-in royalty, two or more parties are, or claim to be, entitled receive same. Lessee may, 
i ‘i ter method of payment herein provided, pay or tender such shut-in royalty, in the manner above specified, either jointly to su 
ities or separately to each in accordance with their respective Oownerships thereof, as Lessee may elect. Any payment hereunder may be made 
irs ae are Nei er ar Eevee abaya as aly bape ste 
or before the last date en ing herein impair Lessee’s lo release as in af. 
lease in wncle iity for payment hereunder shall rest exclusively on the then owner or owners of this lease, severally 


4. Lessee is hereby granted the right, at its o tion, to pool or unitize any tand covered by this lease with any other land covered by this lease, 
and/or with any other tare! lease. or leases, as ‘oan or al mingrals or horizons. SO as to establish units containing not more than 80 surface acres, 
plus 10% acreage tolerance; provided, however, unils mat be established as to any one or More horizons, or existing units may be en: as to 
ee, char than casmghend aay) ies rere eee an TO a ds inthe subuutans resenei Gree 
» (2) liqui is (Condensate: are luids in the subsu ir, 7 5 
ro garens ae das gas we fist the bons agency having | tisdiction. if lar er units than any of those herein pennitted, either at the 
is rgemel i any govem tule or order v . 
tier cabo or for obtaining tmevamiugn allowable from any well to be drilled. dnilfing, or already drilled, any such unit may be established or 
enlarged to conform to the size permitted or required by such governmental order or rule. Lessee shall exercise said option as to each desired unit 
executing an instrument identifying such unit and filing it for record in the bubiic office in which this lease is recorded, Such unit shalt become 
shal batane eleive on ecate rnin ren oc rstumeris bu fied ofrecora Each orators mane. SU prowo, tn such any 
i Such instrument or instruments are so record. c e e n 
ine and from time fo tine wile this lease is in force, and whether before or after Operations, or production has been established either on said 


ineral, ort ively 
of unitized. Any operations Conducted on any part of fguch uniized land shail be considered, for all purposes, except the payment of 


the uni ig any used i Ir 4 
Separate tract) covered by this lease within the unit bears to the total number of surface acres in the unit, and the production so al I 
consi a i ymnent r delivery of royalty, overriding royalty and an other payments out of production, to be the entire 
sor of teed cas Te omer nd to which ‘idcated a te same nonner de thoug] produced therefrom under the terms of this lease. 
ie owner of the reversionary estate of any term royalty or mineral estate “agrees that the accrual of royalties pursuant to this Paragraph or of 


it. Any ay , Feduced or en I fi 
iginal forming thereof by filing an a late instrument of record in the public office in which the pooled acreage is located. Subject to the 
prowsions of ths regranh 48 unit ores ectablished hereunder shall remainin force so long as any lease subject thereto shall remain in force. If 
Re lease now or hereafter covers Separate tracts, no pooling or unitization of royalty interests as between any such separate tracts is intended 
or shall be implied or resutt merely from the inclusion of su separate tracts in 


this lease but Lessee shall nevertheless have the fight to pool or unitize as provided in this paragraph 4 with consequent allocation of 
production as herein provided. As used in this paragraph 4, the words "separate tract” mean any tract wi royalty ownership differing, now or 
ereafter, either as to parties or amounts, from that as fo any other part of the leased premises, 


5. Lessee may at any time and from time to time execute and deliver to Lessor or file for record a release or teleases of this lease as to any 
part or all of said jand or of any mineral or horizon thereunder, and thereby be relieved of all obligations, as to the released acreage or interest, 


6. Whenever used in this lease the word “operations” shall mean Operations for and/or any of the following: freparing the drillsite location 

I x ing 9, ir ing, plugging back of repa 9 Of a well in search 
for or in an endeavor to obiain pro luction of oil, gas, sulphur or other minerals, excavating a mine, production of oil, gas, sulphur or other mineral, 
whether or not in paying quantities. 


7. Lessee shall have the use, free from royaity, of water, other than from Lessors water wells, and of oil and gas Produced from said land in 
all operations hereunder. Lessee shall have the nght at any time to remove all Machinery and fixtures placed on said land, including the Tight to 
draw and remove casing. No well shall be drilled nearer than 200 feet to the house or bam now on said land without the consent of the Lessor. 
Lessee shall pay for damages caused by its operations to growing crops and timber on said land. 


8. The rights and estate of any party hereto may be assigned from time to time in whole or in part and as to any mineral or horizon. All of the 
covenants, o ; 

and successive assigns. No change or division in the ownership of said land, royailles, or other moneys, or any part thereof, howsoever et A 
shail increase the obligations or diminish the rights of Lessee, including, but not imited to, the location and drilling of wells and the measurement 


or duly Certified copies of the instruments which have been properly filed for record and which evidence such change or Gigs and of such 
a8 shall be resessaly in the opinion of such record owner to establish the 
the death of the owner, Lessee may, nevertheless pay 

or tender such royalties, or other moneys, or part thereof, to the credit of the decedent in a depository bank provided for above. 


considers that Lessee has not complied with all its obligations hereunder, both express and implied, Lessor shalt 
then have shy (60) days after 
| which to meet or commence to meet all or any part of the breaches alleged by Lessor. The service of sa notice 
ead e prececient to the bringing of any action by Lessor on said lease for any Cause, and no such action shall be brought until the lapse of sity 
lays after service of su ; 
of the alleged breaches shall be deemed an admission or resumption that Lessee has failed to perform ail its obligations hereunder. If this 
lease is canceled for any Cause, it shall nevertheless remain in force and effect as to (1) sufficient acreage around each well as to which 


ai 
existing Spacing tules require; and (2) any part of said land included in a Pooled unit on which there are operations, Lessee shall also have such 
jecessal 


10. Lessor hereby warrants and agrees to defend title to said land against the claims of all persons whomsoever. Lessor's rights and 
interests hereunder shall be charged primarily with any jorigages, taxes or other liens, or interest and other sages on paid lend, but Lessor 
an subrogate ie 
fights of the holder thereof and to deduct amounts so paid from royalties or other aro pay abe or which may become payable to Lessor 
i is it i er minerals in all or any part of said land than the 
entire and undivided fee simple estate (whether Lessor's interest is herein Specified or Hot), OF no interest therein, then the royalties and other 
Moneys accruing from any part as to which this lease covers less than such full interest, shall be | i whi J 
therein, if any, covered by this lease, bears fo the whole and undivided fee simple estate therein. All toyally interest covered by this lease 
{whether or not owned by Lessor) shall be paid out of the royalty herein provided. This lease shall be binding upon each party who executes it 
without regard to whether itis executed by all those named herein as Lessor. 


11. If, while this lease is in force, at, OF after the expiration of the primary term hereof, itis not being continued in force by reason of the shut in 
ler, rule or regulation, 

f cause, whether similar or dissimilar, (except financial) beyond the 

reasonable control of Lessee, the Primary term hereof shall be extended until the first anniversary date hereof occurri hinety (90) or more 
days following the removal of such delaying cause, and this lease May be extended thereafter by operations as if such del y had not occurred. 


12. Lessor agrees that this lease Covers and incldes any and all of Lessor’s fighis in and to any existing well(s) and/or welbore(s) on said 
land, other than existing water wells, and for all purposes of this lease the re-entry and use by Lessee of any existing well and/or wellbore shall be 
deemed the same as drilling of a new well, 


giving notice to Lessor, a wel which has been drilled and Lessee intends to frac shall be deemed'a well capable of producing in paying 
quantities and the date such well is shut-in shall be when the drilling operations are completed. 


f 
operations under said land or lands pooled therewith, shall for purposes of this lease be deemed operations conducted on Said land. 
Nothing contained in this paragraph is intended to modify any surface restrictions or pooling provisions or restrictions contained in this 
lease, except as expressly stated. 


to extend the initial three (3) year primary term for a second two (2) year term. This option may be exercised anytime during the init 
primary term by delivery of payment of an additional bonus of $18 200.00 per net mineral acre. The bonus Payment shall constitute 
notice to Lessor of exercise o 

above, then all terms of this lease si 


LESSOR: Teri Watkins LESSOR: Drew Watkins 


STATE OF _“7éxas } 


}ss. (ACKNOWLEDGMENT FOR INDIVIDUAL) 
COUNTY OF v } 


This instrument was acknowledged before me on the 3 day of Oetobar , 200 Kby 


Temi Watkins and Drew Watkins, wife and husband : 


Signature 
Notary Public 
BRYAN CHARLES FERRANT a 
: " Public, State of Texas Printed OL 
Seal: a. My Commission Expires 
ae Mareh 11, 2012 


